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Systemwide Administration 

Office of the 
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Contracts and Grants Office 

Memo 
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No. 83-33 
December 2, 1983 

VICE CHANCELLORS - BUSINESS AND FINANCE/ADMINISTRATION* 
CONTRACTS AND GRANTS OFFICERS (NON-LAB) 
SYSTEMWIDE ADMINISTRATION FUNCTIONAL MANAGERS 

Subject: Exempt Status of The Regents of the University of California under 
Section 50l(c)(3) of the Internal Revenue Code of 1954 

The Internal Revenue Service made a determination in 1939 that The Regents of 
the University of California was tax exempt under Section 101(6) of the 
Internal Revenue Act of 1938. This was formalized in a letter to The Regents 
dated September 14, 1939 (see Enclosure 1). 

Pursuant to a request by the Office of the General Counsel, the IRS has 
subsequently indicated in a letter to The Regents dated September 8, 1982 that 
the University continues to be exempt under Section 50l(c)(3) of the Internal 
Revenue Code of 1954 (see Enclosure 2). Section 50l(c)(3) was derived from, 
and continues without substantive change, the language of Section 101(6) of 
the Internal Revenue Act of 1938. This determination of the University's 
exempt status will remain in effect until the exemption has been terminated, 
revoked, or modified by the IRS. 

Also, in a letter to The Regents dated November 23, 1973, the IRS has 
acknowledged that the University is not a private foundation within the 
meaning of Section 509(a)(l) of the IRS Code of 1954 (see Enclosure 3). 

These letters from the IRS to The Regents may be provided to sponsors as 
certification of the University's tax exempt status. 

Refer: Barbara Perry 
(415) 642-2886 
ATSS 582-2886 

Enclosures 

cc: Lab Contract and Grant Officers 

Subject Index: 13 
Organization Index: U-115 

David F. Mears 
University Contracts and 

Grants Coordinator 

'Note: The addressees above represent the standard distribution of Contracts and Grants Office Memos. Additional addresse&S, if any, may be 
added based on the subject of the Memo. See cc's. 
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Enclosure 1 

ACHU•t ''\ n1 rL T TO 
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WASHING70i'I \.~~:~ 

Tae ?ogonto of thu Univo:::-uity of C~l~fcrni~v 

bor~ela1. Calitornia. 

Attention: Lutao• ~. Ni~olG, 
Coi;;:;>t•~ollor. 

' .. 

Ae r' l!l:-once is mC\de to the 1.nfor~tior. f\.i.;rali;hu.!. O'.f you. to-.· Ullo 
in cie ter111inin~ your ata tu:i for F~<~oral iuco:.;o tu.x ?".;.,•?vooG. '?"'"'" 
question of your oxeraption ~roae in connucti.on with tho ~ilQar~i~ 
School of Industrial Art, San F•ancisco. C&l.1.to~r.~a. 

Tn6 evidence discloaoG that you aro t~o •o~arly couutitutod 
otate univeraity of tho State of C~liforr..!.a cruotv~ b'.f a Etatu 
labislativo act in 1&68; tbnt you nro oncago~ iu ~~u.crtio~::-·l ac
ti.vi tieg; that :rour tncomd 1.a G.o:::-ivoO.. f:::-or.. !.:.J.vont;:;.cnto, v41clovr.;\)r.t.o, 
tuition, anrl misc"'lla.ncious sou.rcoo; and thl1t 7ou:t ir..cor.la iu u~<i~ l<o 
dofra;r .genorel maintenance and opei.·nt1.;1i; e)..-pons\):;. ?.:..o ~iil;:;.ord.in.; 

School of Industrial ~rt is u:.1or you:.· control ~nd iQ i'.:.d.Qiuisturv~ 

as a prepa.ra. to Z-J' ochool a.r.d junior colle;;o. 

It e.ppeArs thJ't you and you:..4 co:-.:atit·.;.e.:.t llchool~ Eu·o ontitloU. 
to exemption u.ntior the p:-ovisious of ooct.ion 101(6) of th13 :C\.;vo•;u.r, 

, · 

i~ct of 1938 and the correa?Vnci.ing provisioon of p1ior .-evur.u.o oct&. 
Yo 1.i lll'"O not, therefore, ronui:..·od to filo rotu.7nn for 1938 and p•~o:.· 

7ui:-a. Ii .. :·•much au ooctioo 101(6) o-: Int~:r.1,;..l Revunu.io Coda (53 St'4t., 
?art 1) i~ qimilar to a~cti~n 101( 0) of ~he RevenuQ Act of 1938, 
rctt;.rna of income will nnt be requirod fo't' 19:>9 e.nd suboeGuor..t :roa.l"s 
eo long es the~a ia no ch8nge in your · org~nizAtiou. you:: pu.rpoa~s Oi" 
your method of·o~oration. 

Any chAn~es in 70-.:.:r form of org~•i~Htion or matbod of oporati.on. 
£HI ahovn by the evid en ca eubwii t t~d. ~"'U.;;; be i;rit.1odio. tul:r roportud to 
the co:i.l\lct'.>r .rJf 1.aternf'l rev.::nue for your dil:lt:::-J.ct in ol·dvr t~s.·~ 

the effect of su.ch chsnr~es upon ;rou.r 'OrflGGUt exilr.:ipt. a'~<i.tU.s x:..a:r bu 
do terr:i!.ned. 

The e.xe ·npt~on referred to in t:-iis lot.tor d.oGi> not. a:onl;r to 
taxes levied ' u.ndor other titles or provisions of tha Revenue Act ot 

= 
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193i3 t11icl tho cor:.~otiponci.i:.;.~ prov::.;:;io;;i; oi :.;;:.·io~· :..·c-v.:.:.u.o IA-::'.:.;;, o:;,· o;;!;.o 
Iu''vi·i.~'-'.l Ruv\.J::M Codo o:.:cOJi·~ in;;vf;:14~ ~o oAo~r/~~ou io .z•~.~.:.'~o~ o;::-
p .. onoly '~•dor thooo p~~vio~u~o ;c o .. ~~i~~t~v~~ c~·w;.-:c.,~;o~ in ~cv
~:on lOl(G) ol tho Rovon~~ ~; oZ 1$23 ~d t;io cor~oZ1NuC::~~ p~\r
vir.i:m() of ;;>::io4• rovokti.O act:; o~· b1 ;;octio:.:o 10: o'l t~u I;.1;.;i;.:--.w.~l 
~vv;;~_.. Codo. 

Co~tribut1ons ~do to 7ou by indivi~i.!.:U. 'co.ors ~40 ~oC~ct~blo 
by Gµcn i~divi~u.r...la i~ a~r~vi~ ct ~~o~r t~A~~lo ~u~ iuco~o i~ ~~o 
c...<>unv.- e;.nO. to tho ox too. t p;-ovid.o.:1 'lq 1wo~i Oi'l 2:7( o) o'l tlH• E.ovon~ · 
A.ct of 1938 a..nd tho co;-re'iJoondi:;.,~ prov~lliOn'E' of p;-104 ;·ovo~uo a.c~o. 

~oction 23(o) of Intomnl MVQt.•U·~ C<l<'.o az:.J. c~ct1.on 23{o) o': Ir.to~-;:..;.l 
liovonu.c Coda ae ~udl)d b;r coc'\.iou 224 ot ·~::iu :a.;vG:wil!.:I .':.ct ot l~::;~. 
'?ao doci..u.ct1baHy ot cont!'iCi••.'~1.on.G by ccr-~rc.:,;'.i.oni; ic; go\•o..-.pu 1i~1' 
al.'ction 23(q) of tho :kvon~ ..'...~'~"of 193.S c.:.:.t..1932", occt.iv11 2:-S(\;_) 
of Int.o.-nD.l .Revl)nuo Codo ~d c0ctioil 23(<;) c'f : .. to•-::.al ~Yv6""W.w Co~..:i 
ao cu:;.er.dod by c;oction 224 o-: tl•oa Revo.:;.o.o ~-;; o-: l~no. 

J.. cop:r ot t.hic lott.:.i:..- ic buiu5 t•·...,.c;:.~l;t"d to t.!:.o col:.~';o;;- o": 
intarat\l •ovonu.o !or your ~i~t•ic~. 
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Internal Revenue Se( ·e 

District 
Director 

r> The Regents of the University 
of California 

c/o The Office of the General 
Counsel 

590 University Hall 
2200 University Avenue 
Berkeley, CA 94720 

Re: Request for Confirmation of Exempt 
Status under Section 50l(c)(3) of 
the Internal Revenue Code of 1954 

Dear Regents: 

Department <: ie Treasury 

450 Golden Gate Ave. 
San Francisco. Calif. 94102 

Person to Contact: 
Desk Officer 
Telephone Number: 
(415) 556-5353 
Refer Reply to: 
EP/EO:l 
Date: 

8 SEP 1982 

Enclosure 2 

This is in reference to your letter of July 13, 1982 requesting confirmation 
of the exempt status of The Regents of the University of California under 
section 50l(c)(3) of the Internal Revenue Code of 1954. 

In our letter of September 14, 1939, Code IT:P:T:l CQ, it was held that 
you were entitled to exemption under the provisions of section 101(6) of 
the Revenue Act of 1938. 

A determination or ruling letter issued to an organization granting 
exemption under the Internal Revenue Code of 1954 or under a prior or 
subsequent Revenue Act remains in effect until exempt status has been 
terminated, revoked or modified. 

Our records indicate that you are the regularly constituted state university 
of the State of California originally created by a state legislature act of 
1868; that you are engaged in educational activities; that your income is 
derived from investments, endowments, tuition, and miscellaneous sources; 
and that your income is used in furtherance of your educational activities. 

In addition, it appears from our records (including the information submitted 
with your letter of July 13, 1982), that there has been no change in your 
organization's exempt status. Accordingly, our letter of September 14, 1939 
is still in effect. This letter does not constitute a no change examination 
letter. 

Because section 50l(c)(3) of the Internal Revenue Code of 1954 was derived 
from and continues, without substantive change, the language of section 
101(6) of the Revenue Act of 1938 ( 11 1939 Code") and because our letter of 
September 14, 1939 is still in effect, it appears that you and your 
constituent units are entitled to exemption as an organization described 
in section 50l(c)(3) of the 1954 Code. 

Donors may deduct contributions to you as provided in section 170 of the 
Internal Revenue Code of 1954 (formerly section 23(0) of the Internal 
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The Regents of the University of California 

Revenue Code of 1938). Bequests, legacies, devises, transfers, or gifts 
to you or for your use are deductible for Federal estate and gift tax 
purposes as provided in the applicable provisions of sections 2055, 2106, 
and 2522 of the Internal Revenue Code of 1954. 

You are not required to file Form 990, Return of Organization Exempt from 
Income Tax, because you are a State institution, the income of which is 
excluded from gross income under section 115(a) of the Internal Revenue 
Code of 1954. 

You are not required to- file Federal income tax returns unless you are 
subject to the tax on unrelated business income under section 511 of the 
Code. If you are subject to this tax, you must file an income tax return 
on Form 990-T. This office has not been asked to consider and therefore, 
in this letter, we are not determining whether any of your present or 
proposed activities are unrelated trade or business as defined in section 
513 of the Internal Revenue Code of 1954. 

Because this letter could help resolve any questions about your exempt 
status, you should keep it in your permanent records. 

If you have any questions, please contact the person whose name and 
telephone are shown in the heading of this letter. 

Sincerely, 

m~s~ 
District Director 
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Gentlemen: 
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Enclosure 3 

Internal Revenue Service 
·.v.i,•::J' 11

1
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The Regents of the University 

of California 
1· Suite 689, University Hall 

2200 University Avenue 
Berkeley, California 94720 

Based on the information you submitted, we have classifi.ed 
you as an organization that is not a private foundation as 
defined in section 509(a)(l) of the Internal Revenue Code. 

Your classification is based on the assumption that 
· your operations will be as stated in your notification. 

Any changes in your purposes, character, or method of operation 
must be reported to your District Director, San Francisco, 
which is your key district for exempt organization matters. 

We are notifying your key District Director of this 
action. 

Sincerely yours, 

Milton Cerny 
Chief, Rulin~s Section I 
Exempt Organizations Branch 



UCOP 

Research Administration Library 
(library Copy) 
12th Floor 
Kaiser Building 
Oakland 

Jniversity of California 
lffice of the President 

lniversity Controller 

lesearch Administration Office 

VICE CHANCELLORS-BUSINESS AND FINANCE ADMINISTRATION* 
CONTRACT AND GRANT OFFICERS 
OFFICE OF THE PRESIDENT FUNCTIONAL MANAGERS 

Memo 
Operating 
Guidance 
No. 83-33 
Supplement No. 1 
January 19, 1993 

SUBJECT: Exempt Status of The Regents of the University of Califomia--Clarification 

Contract and Grant Memo No. 83-33 (December 2, 1983) provided documentation concerning the 
University's tax exempt status under Section 50l(c)(3) of the Internal Revenue Code, and IRS 
acknowledgment that the University is not a private foundation within the meaning of Section 
509(a)(l) of the Code. Tax laws governing private foundations are more burdensome than those 
governing other kinds of charitable organizations. 

Recently, one campus was asked to complete a tax-exempt certification which asked for further 
information about the University's status as "not a private foundation," with reference to 
170(b)(l)(A) of the Code. A brief background on the meaning of "private foundation" is given in 
Enclosure 1, which is copied from pp. 436-7 of The Law of Tax Exempt Organimtions by Bruce 
R. Hopkins (John Wiley & Sons, 1987). Note that in §21.1 the text states that organizations 
deemed not to be private foundations are listed in the Code at 170{b)(l)(A)(i) through (v). 
Enclosure 2 is a copy of a form filed by the University in 1970 stating that it is not a private 
foundation because it is "a governmental unit, 170(b){l)(A)(v)." 

Thus the answer to the question about the University's status as not a private foundation is that the 
University is not a private foundation pursuant to 170{b)(l)(A)(v) of the Code. We hope this 
information will help other campuses that may have to complete a similar tax-exempt status form. 

Refer: William Sellers 
510-987-9847 

Enclosures 

Subject Index: 13 
Organization Index: U-115 

David F. Mears 
Director 
Research Administration Office 

*Note: The addressees above represent the standard distribution of Contract and Grant Memos. Additional addressees, if any, may 
be added based on the subject of the Mamo. See cc's. 
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"Private Foundations" and 
"Public Charities" 

Prior to enactment of the Ta.x Heform Act of 1969, there was no statutory 
definition of the term "private foundation." However, up to that time, a private 
foundation generally was recognized as a charitable organization to which con
tributions could be made which were deductible in an amount up to 20 percent 
of an individual donor's adjusted gross income, in contrast to contributions to 
churches, schools, hospitals, and other public charities, which were deductible 
to the extent of 30 percent of the donor's adjusted gross income. 1 

This 30 percent/20 percent distinction was introduced in the federal tax law 
in 1964. Before that, it was not until 1954 that Congress acted in recognition 
of the fact that there are distinctive differences in the nature of charitable 
organizations. 111 that year, Congress permitted an extra ten percent deduction 
(from 20 to 30 percent) for contributions to operating educational institutions, 
churches, and hospitals, and enacted other provisions in their favor . In 1964, 
the privileged class of "30 percent organizations" was expanded to include other 

. public and publicly supported organizations and a five-year carryover of excess 
contributions was added for gifts to these organizations. 

By the mid-1960s, the likelihood that alleged private foundation abuses 
would eventually result in statutory modifications was on the increase. A Treas
ury Department Report on Private Foundations, issued in 1965, emphasized 
the view that there was a need for more public involvement in the operation 
of philanthropic institutions that benefit from preferential treatment under the 
tax laws. Failing such direct public involvement, the Treasury Report stated 
that there must be an assurance through other means (namely, governmental 
regulation) that funds set aside for appropriate charitable purposes will find 
their way promptly into the hands of those institutions where there is assurance 
of public control and operation. 

Congress, having become convinced that there were problems concerning 
charitable organizations that needed remedy, believed that these problems 

1IRC § l 70(b)(l) (pre-1969 Act). 

436 

·.· 
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§ 21.1 "PUBLIC" INSTITUTIONS 437 

were especially prevalent in the case of organizations in the 20 percent de
duction category. On the other hand, it was also apparent that certain organ
izations in the 30 percent dedu~tion group were not involved in these problems. 
Consequently, in enacting a definition of the term "private foundation," Con
gress conjured up a statute which provides that a private foundation is any 
doml'stic or foreign charitable oq.~anization, 2 other than four categories of or
ganizations. :i The classification of the organi~itions which arc deemed not to 
he private foumlations-and hence arc "public charities"-is the subject of 
IHC § .509(al. 

The oq.~anizations which fall into the categories of IRC § 509(a)(l), (2), or (3) 
are those \\'hich either have broad public support or actively function in a 
supporting relationship to puhli<.· charities . ~ The fourth category of nonprivatc 
foundation is the organization organized and operated exclusively for testing 
for public.: safety, as desc.:ribed in IHC § .509(a)(4). Contributions to public safety 
testing organizations arc not c.le<luc.:tible and therefore, acc:ording to the 196.5 
Treasury Heport, they arc more analogous to business leagues, social welfare 
organizations, and similar tax-exempt groups than to private foundations. 

Despite the technicalities of the term "private foundation" at•c:orded to it hy 
Congress, a private foundation essentially is a charitable organization that is 
funded from one source (usually, one individual, family, or corporation), that 
receives its ongoing funding from investment income (rather than a consistent 
flow of contributions), and that makes grants for charitable purposes to other 
persons rather than conduct its own programs. The .. pri\'atc" aspect of a private 
foundation, then, principally looks to the nature of its financial support, rather 
than to the nature of its governance. 

§ 21.1 "Public" Institutions 

Organizations which arc deemed not to be private foundations by reason of 
IRC § 509(a)(l) arc essentially those in the old 30-percent deduction catcgory.5 

These organizations, that may he termed the "public" institutions, are described 
in IRC §§ 170(h)(l)(A)(i) through (v) . Other organizations in other categories of 
non private foundation status may also have the attributes of "'institutions" hut 
the entities in the "public" institution classification are those that are there 
because they satisfy..:._per se-the requirements of at least one category of 
"public" institution . 

2That is, an organization described in me§ 50l(c)(3) (and exempt from federal income 
taxation under IRC § 50l(a) for that reason). · 

3Reg. §§ l.509(d)-l, l.509(e)-l. 
4Reg. § l.509(a)-l. 
sReg. §§ l. l 70(A)-9(a)(3), l.509(a)-2. 
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